European companies are being challenged to innovate more effectively to meet the rising expectations of customers and stakeholders.
This Deloitte report investigates how companies in Europe are using digital, data-driven technologies to augment human physical and mental abilities.
Specifically, the report examines the triggers of innovation and its implementation in relation to three critical enabling factors:
• Technology. The digital technologies European firms are choosing to invest in, their motivations for doing so, and how these technologies are being implemented.
• The human factor. The implications these digital technologies have for the future workforce, and how companies are using digital transformation to develop innovation cultures.
• Innovative organisation. The biggest hurdles to innovation are cultural -and resistance to change is high.
Cultural resistance is identified as the main obstacle to fostering innovation by 32 per cent of companies. In addition, data security is seen as inhibiting data-driven innovation (30 per cent). Lack of technical skills and technology providers to implement new technologies and train staff are also considered significant hurdles to technology-driven innovation.
Innovation is far from dead in Europe.
There is no denying that Europe is feeling competitive pressure. Challenged to innovate more effectively to meet the rising expectations of customers and stakeholders, European companies face the need to undertake substantial investment in digital infrastructure while being constrained by legacy ecosystems and ageing workforces. Yet Europe still reveals a strong ability as an innovation powerhouse. The continent is neither poorly positioned nor lacks confidence in its ability to compete. Europe is indeed feeling competitive pressure.
Globally, innovation is advancing at an increasing rate, with knowledge-based capital assuming ever increasing importance. New digital-savvy entrepreneurs in Asia and the United States are using data analytics to churn out highly customised products and services at a rapid rate. As these two fields are critical to the emerging digital reality that is disrupting industries and redefining business and society, the region's performance in these areas is a cause for concern.
Three enabling factors of innovation:
technology, humans, and the organisation.
To investigate the state of play of innovation in Europe, Deloitte surveyed key managers and innovation decision-makers.
Introduction
In the report, Deloitte applies an empirical investigation and trend analysis to the wider European region to investigate what technologies companies are implementing to enhance their innovation and where they can do so more strategically. Specifically, the survey examines the triggers for innovation and its implementation in relation to three critical enabling factors:
• Innovative organisation. 
METHODOLOGY
Deloitte surveyed key managers and innovation decision-makers in 760 companies in 16 European countries, with the bulk coming from France, Germany, Italy, Spain, the Netherlands and the United Kingdom.
Respondents were drawn from 20 major business fields, ranging from asset management and chemicals to the travel and hospitality industries. The most strongly represented fields were technology (17 per cent), industrial products and services (13 per cent) and retail, transport and logistics (7 per cent each).
Companies were considered large if they had revenue in excess of €5 billion. Mid-sized companies were defined as having revenue between €500 million and €5 billion. Small companies were defined as having revenue between €100 million and €500 million. What triggers innovation activity in your company? Innovation within a company should be pursued across the entire operational area. The best way to drive innovation is to apply a disciplined, consistent method across the entire value chain.
INDUSTRIES FEELING THEIR AGE
One widely used framework identifies ten powerful types of innovation that provide opportunities other than new products to develop viable breakthrough innovations.
The innovation framework is broad, and the ten types of innovation do not necessarily deal specifically with digital technologies; rather, each type of innovation can be enhanced by the application of digital technology. 4 In this survey, interviewees were asked about the types of innovation their company pursues based upon this framework ( Figure 2 ). Which types of innovation is your company pursuing?
One in three European

Pursuing innovation strategies
Most European companies are currently innovating around the profit model, changing the way money is earned. This is followed by workflow process changes, the structuring of talent and organisation of assets.
When analysed on a sector level, technology is
clearly leading, in that companies typically apply innovation in all ten areas. This is followed by the industrial products and services industry. 
Implementing technologies to enhance innovation
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Data analytics
69% 26%
Artificial intelligence
43% 42%
Internet of Things
53% 32%
Robotic process automation
48% 36%
Blockchain
43% 36%
Cloud computing
62% 29%
Augmented and virtual reality 41% 38%
Other
23% 27%
We invested in the past two years We plan to invest in the next two years
FIGURE 3
Has your company or will your company invest in the following technologies and processes?
Where technologies are being applied
Knowing where to apply a technology is as important as knowing how to apply it. Having identified the most appropriate technologies for their business, the next point for European firms is to match it to an explicit operational unit within the corporation.
AI has the most potential in R&D and production processes. AI will be the focus in coming years, followed by IoT, blockchain and AR/VR. Data analytics and cloud computing will grow at a slower pace.
ABOUT 90 PER CENT OF ORGANISATIONS EXPECT INNOVATION BUDGETS TO INCREASE OVER THE NEXT TWO YEARS, WHILE 70 PER CENT OF TECHNOLOGY FIRMS HAVE IMPLEMENTED DATA ANALYTICS
When examined from a sector perspective, technology leads in data analytics, with 95 per cent having invested or planning to invest in the technology. This represents 20 per cent of all European companies that have implemented or plan to implement data analytics. The same is true of AI, with 20 per cent of European companies who have already implemented AI or undertaken pilots coming from technology, followed by ten per cent in industrial products and services. For IoT, it is again similar, with around 20 per cent of all companies coming from technology, then ten per cent from industrial products and services.
Looking forward, the survey found that AI will be a focus of two in three firms in the insurance industry. It will also be an investment for every second firm in the industrial product and services, retail (wholesale and distribution) and technology industries. RPA will be a focus in banking (45 per cent) and health (50 per cent), while industrial product service companies (52 per cent), as well as retail (50 per cent) and technology (38 per cent) firms, will invest significantly in blockchain. Which corporate functions will benefit the most from implementing which technologies and processes?
Highest value
The human factor in digital innovation R APID ADVANCES IN robotics, RPA, AI and big data are sparking anxiety about employment.
'Robots are coming for our jobs' is a common theme in headlines, with up to 800 million jobs 
Full-time headcount will stay the same
29%
Full-time headcount will increase
41%
Full-time headcount will decrease
23%
Demand for part-time and seasonal workers will increase
4%
Demand for freelance workers will increase
2%
FIGURE 5
What will be the impact on the labour force of your company due to the implementation of new (digital) technologies and digital transformation?
a substantial increase in its demand for part-time workers (26 per cent).
The debate about whether technology is a job creator or a job destroyer has significant human resource ramifications. If companies believe that workforce numbers will remain constant or increase, then technology is only one part of the cost of the digital revolution ( Figure 6 ). 
Workforce needs substantial training in new technologies and processes
49%
Acquisition of external tech workforce will become pivotal for company success
38%
Investment in training of staff
54%
Leadership development
45%
Increase in compensation
31%
Increase in work/life balance models
32%
Ethical concerns regarding digital technologies
17%
Resistance to implementing technologies that might eliminate staff positions
What changes in your workforce and other human aspects do you expect to see in the course of the digital transformation for your company? 
Spurring innovation through the organisation
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Sensing and scanning new technologies and trends
43%
Innovation strategy design and setting aspirations
42%
Metrics to measure innovation success
39%
Innovation governance and organisational set-up
38%
Leadership support
36%
Innovation processes to ideate, prototype and scale
34%
Culture management
Access to skilled workforce
30%
IT infrastructure and software
26%
Access to funding and corporate venture capital
24%
Incentives to reward innovative behaviour
24%
Physical infrastructure and innovation space
19%
Connections to internal and external resources and partnerships
15%
None of the above
2%
FIGURE 7
Which internal processes and assets are important for successful innovation in your company? 
Workshops with experts from own industry
45%
Workshops with experts from other industries
41%
Online idea generation and crowd-based community challenges
34%
Analysis of social network activity
31%
Corporate accelerators
31%
Investment in or acquisition of startups
28%
Joint ventures
28%
Cooperation with universities/research centres
28%
Continuous analysis of customers and customer experience
28%
Cooperation and cocreation with startups
27%
Investment in or acquisition of other companies
26%
Provision of venture capital to startups
20%
None
3%
FIGURE 8
How does your company tap into innovation sources from outside your company? 
Supporting implementation of digital technologies
The remedy to innovation roadblocks relating to cultural deficiencies is to learn from the success or failures of early adopters. This is the primary approach companies are taking to support the im- 
Hurdles to innovation
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Sensing and scanning new technologies and trends
32%
Security issues (data security)
30%
Lack of technical skills
25%
Cultural resistance to risk taking and culture of failing
23%
Lack of leadership and management skills
Uncertain demand for new goods or services
22%
Availability of technology providers to train and implement new technologies
22%
Lack of access to funds
21%
Lack of time to develop new ideas
20%
Lack of government support for innovation
16%
Immaturity of specific technology standards
12%
Lack of opportunity to prototype and experiment
11%
Missing mechanisms and vehicles to integrate venture activities back into the core business
6%
None of the above
10%
FIGURE 9
What are the main obstacles to fostering innovation within your company? What actions does your company take to support the implementation of digital technologies and improve innovation processes? 
Implications
